Town of Fort Myers Beach

Agenda Item Summary Blue Sheet Number: 2011-136
1. Requested Motion: Meeting Date: 12/5/2011

Approve the Engagement Letter with Shinn and Company, LLC to provide an audit of the financial

statements for the year ending 9/30/2011 for the Town and the final audit Public Works Services, Inc.
Why the action is necessary:

The Town is required to have an annual financial audit of their accounts and records conducted by an

independent certified public accountant (CPA). Audits are required to be submitted to both the State of

Florida Department of Financial Services and the Auditor General. In addition, the Town is required to have

the audits completed within seven (7) months in order comply with one of the loan covenants for the water

utility.

What the action accomplishes:

Authorizes the acceptance of the engagement letter with Shinn and Company LLC to complete both

audits.

2. Agenda: 3. Requirement/Purpose: 4. Submitter of Information:
___Consent Resolution _ Council
X _ Administrative _ Ordinance X Town Staff
_ Other _ Town Attorney

5. Background: Shinn and Company, LLC performed last year’s audit for the Town and Public Works
Services, Inc. In the past, the Town has contracted with the firm of LarsenAllen, PC to audit the Town’s
financial records. In the 2011 Council election, a new council member was elected. One of his relatives
works for LarsenAllen, PC., so it became necessary for the Town to contract with a new firm. The new
firm, Shinn and Company, stepped in and helped the Town meet the necessary deadlines and

requirements.
The estimates for FY 2011 are:

Estimate FY 2011 Last year actual FY 2010
Town $58,000-561,000 $61,500
Public Works Services, Inc. $17,000-$22,500 $22,500

Items attached: Engagement letters: Shinn and Company LLC

6. Alternative Action:
None
7. Management Recommendations:
Appoint Shinn and Company, LLC to perform the FY 2011 Audits for the Town and Public
Works Services, Inc.

8. Recommended Approval:

Community Cultural
Town Town Finance Public Works | Development Resources Town
Manager Attorney Director . Director Director Director Clerk

9. Council Action:

_Approved _ Denied _Deferred _Other
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Member

November 10, 2011

Temry Stewart, Town Manager
Town of Fort Myers Beach, Florida
2523 Estero Boulevard

Fort Myers Beach, Florida 33931

Dear Mr, Stewart:

We are pleased to confirm our understanding of the services we are to provide the Town of Fort
Myers Beach, Florida {the "Town") for the year ended September 30, 2011,

Scope

We will audit the financial statements of the governmental activities, the business-type activities,
each mdjor fund, and the aggregate remaining fund information, which collectively comprise
the basic financial statements of the Town as of and for the year ended September 30, 2011,
Accounting standards generdlly accepted in the United Stafes provide for certain required
supplementary information (RSl), such as management's discussion and analysis [MD&A), to
supplement the Town's basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmenial Accounting Standards Board
(GASB) who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. As part of
our engagement, we will apply certain limited procedures to the Town's RSl in accordance with
auditing standards generally accepted in the United States of America. These limited
procedures will consist of inquiries of management regarding the methods of preparing the
information and comparing the information for consistency with management's responses o our
inquires, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We will not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance. The following RSl is required by U.S. generally
accepted accounting principles and will be subjected to certain limited procedures, but will not
be audited:

1. Management’s discussion and analysis.

Supplementary information other than RSl also accompanies the Town's financial statements,
We will subject the following supplementary information to the auditing procedures applied in
our audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly fo the underlying accounting and other records used
to prepare the financial siatements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America and will provide an opinion on it in relation to the financial statements as a
whole: -

2. Combining and individual fund statements.

3. Schedule of Expenditures of Federal Awards and State Financial Assistance,
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Audit objectives
The objective of our audit is the expression of opinions as to whether your basic financial

statements are fairly presented, in all material respects, in conformity with US. generally
accepted accounting principles and to report on the fairmess of the supplementary information
referred to in the third paragraph when considered in relation fo the financial statements as a
whole. The objective also includes reporting on:

o Internal control related to the financial statements and complionce with laws,
regulations, and the provisions of coniracts or grant agreements, noncompliance with
which could have a material effect on the financial statements in accordance with
Government Audifing Standards.

¢ Internal control reiated to major programs and an opinion (or disclaimer of opinion) on
compliance with laws, reguiations, and the provisions of coniracts or grant agreements
that could have a direct and material effect on each major program or project in
accordance with the Single Audit Act Amendments of 1996 and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations; and Chapter 215.97"
Florida Statutes Florida Single Audit Act, respectively.

The reports on internal control and compliance will each include a statement that the report is
intended solely for the information and use of management, the body or individuals charged
with governance, others within the entity, specific legislative or regulatory bodies, federal
awarding agencies, and if applicable, pass-through eniities and is not intended to be and
shouid not be used by anyone other than these specified parties.

Our audit will be conducted in accordance with auditing standards generally accepted in the
United States of America; the standards for financial audits contained in Government Audifing
Standards, issued by the Comptroller General of the Unitled States; the Single Audit Act
Amendments of 19926; and the provisions of OMB Circular A-133, and the Forida Single Audit Act,
and will include tfests of accounting records, a determination of major federal program(s) in
accordance with OMB Circular A-133 and major state project(s) in accordance with the Florida
Single Audit Act, and other procedures we consider necessary to enable us to express such an
opinion and to render the required reports. If our opinion on the financial statements or the
Single Audit compliance opinions are other than unquadlified, we will discuss the reasons with you
in advance. If, for any reason, we are unable to complete the audit or are ungble to form or
have not formed opinions, we may decline to express opinions or fo issue a report as a result of
this engagement.

Management responsibilities

Management is responsible for the basic financial statements and all accompanying
information as well as dll representations contained therein. Management is also responsible for
identifying government award programs and understanding and complying with the
compliance requirements, and for preparation of the schedule of expenditures of federal
awards in accordance with the requirements of OMB Circular A-133, and state awards in
compliance with the Florida Single Audit Act. As part of the audit, we will assist with preparation
of your financial statements, schedule of expenditures of federal awards and state financial
assistance, and related notes. You are responsible for making all management decisions and
performing all management functions relating to the financial statements, schedule of

SHINN & COMPANYwc
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expenditures of federal awards and state financial assistance, and related notes and for
accepting full responsibility for such decisions. You will be required to acknowledge in the
management representation letter our assistance with preparation of the financial statements
and the schedule of expenditures of federal awards and state financial assistance and that you
have reviewed and approved the financial statements, schedule of expenditures of federal
awards and siate financial assistance, and related notes prior to their issuance and have
accepted responsibility for them. Further, you are required to designate an individual with
suitable skill, knowledge, or experience to oversee any nonaudit services we provide; and for
evaluafing the adequacy and results of those services and accepting responsibility for them.

Management is responsible for establishing and maintaining effective internal controls, including
internal controls over compliance, and for evaluating and monitoring ongoing activities, to help
ensure that appropriate goals and objectives are met and that there is reasonabie assurance
that government programs are administered in compliance with compliance requirements. You
are also responsible for the selection and application of accounting principles; for the fair
presentation in the financial statements of the financial posifion of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund information of
the Town and the change in financial position and cash flows in conformity with U.S. generally
accepted accounting principles; and for compliance with applicable laws and regulations and
the provisions of contracts and grant agreements.

Management is also responsible for making all financial records and related information
available fo us and for ensuring that management and financial information is reliable and
properly recorded. Management's responsibilifies also include identifying significant vendor
relationships in which the vendor has responsibility for program compliance and for the
accuracy and completeness of that information. Management's responsibiliies include
adjusting the financial statements fo correct material misstatements and confirming fo us in the
management representation letter that the effects of any uncomecied misstatements
aggregated by us during the current engagement and pertaining to the latest period presented
are immaterial, both individually and in the aggregate, to the financial statemenis taken as a
whole.

You are responsible for the design and implementation of programs and conftrols to prevent and
detect fraud, and for informing us about all known or suspected fraud or illegal acts affecting
the government involving (1) management, (2) employees who have significant roles in internal
control, and (3) others where the fraud or illegal acts could have a material effect on the
financial statements. Your responsibilities include informing us of your knowledge of any
allegations of fraud or suspected fraud affecting the government received in communications
from employees, former employees, grantors, regulators, or others. In addition, you are
responsible for idenfifying and ensuring that the enfity complies with applicable laws,
regulations, contracts, agreements, and grants. Additionally, as required by OMB Circular A-133
and the Forida Single Audit Act, it is management's responsibility to follow up and take
corrective action on reported audit findings and to prepare a summary schedule of prior audit
findings and a corrective action plan. The summary schedule of prior audit findings should be
available for our review during interim fieldwork. You are responsible for the preparation of the
supplementary information in conformity with U.S. generally accepted accounting principles.
You agree to include our report on the supplementary information in any document thot
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contains and indicates that we have reported on the supplementary information. You also
agree to present the supplementary information with the audited financial statements.

Management is responsible for establishing and maintaining a process for tracking the status of
audit findings and recommendations. Management is also responsible for identifying for us
previous financial audits, attestation engagements, performance audits, or other studies related
to the objectives discussed in the “Audit objectives” section of this letter. This responsibility
includes relaying to us comective actions taken to address significant findings and
recommendations resulting from those audits, attestation engagements, performance audits, or
studies. You are also responsible for providing management's views on our current findings,
conclusions, and recommendations, as well as your planned corrective actions for the report,
and for the timing and format for providing that information.

Audit procedures - general .

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; therefore, our audit will involve judgment about the number of
transactions to be examined and the areas o be tested. We will plan and perform the audit to
obtain reasonable rather than absolute assurance about whether the financial statements are
free of material misstatement, whether from (1) errors, (2} fraudulent financial reporting, (3)
misappropriation of assets, or (4) violations of laws or governmental regulations that are
attributable to the entity or to acts by management or employees acting on behalf of the Town.
Because the determination of abuse is subjective, Government Auditing Standards do not
expect auditors to provide reasonable assurance of detecting abuse.

Because an audit is designed to provide reasonable, but not absolute, assurance and because
we will not perform a defailed examination of all fransactions, there is a risk that material
misstatements or noncompliance may exist and not be detecied by us. In addition, an audit is
not designed fo detect immaterial misstalements or violations of laws or governmental
regulations that do not have a direct and material effect on the financial statements or major
programs or projects. However, we will inform the appropriate level of management of any
material errors and any fraudulent financial reporting or misappropriation of assets that come to
our attention. We will also inform you of any violations of laws or governmental regulations that
come to our attention, unless clearly inconsequential, and of any material abuse that comes to
our attention. We will include such matters in the reports required for a Single Audit. Our
responsibility as auditors is limited to the period covered by our audit and does not extend to
any later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporfing the transactions
recorded in the accounts, and may include fesis of the physical existence of inventories, and
direct confirmation of receivables and certain other assets and liabilities by correspondence
with selected individuals, funding sources, creditors, and financial institutions. We will request
written representations from your attorneys as part of the engagement, and they may bill you for
responding to this ingquiry. At the conclusion of our audit, we will require certain written
representations from you about the financial statements and related matters.

SHINN & COMPANY w.c
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Audit procedures - internal control

Our audit will include obtaining an undersianding of the entity and ifs environment, including
internal control, sufficient 1o assess the risks of material misstatement of the financial staiements
and to design the nature, timing, and extent of further audit procedures. Tests of controls may
be performed fo test the effectiveness of cerfain confrols that we consider relevant to
preventing and detecting errors and fraud that are material fo the financial statements and to
preveniing and detecting misstatements resuliing from illegal acts and other noncompliance
matters that have a direct and material effect on the financial siatements. Our tests, if
performed, will be less in scope than would be necessary to render an opinion on intermnal
control and, accordingly, no opinion will be expressed in our report on infernal control issued
pursuant to Governmeni Auditing Standards.

As required by OMB Circular A-133 and the Florida Single Audit Act, we will perform tests of
controls over compliance to evaluate the effectiveness of the design and operation of controls
that we consider relevani to preventing or detecting material noncompliance with compliance
requirements applicable to each major federal award program and major state project.
However, our tests will be less in scope than would be necessary o render an opinion on those
controls and, accordingly, no opinion will be expressed in our report on internal control issued
pursuant to OMB Circular A-133 and the Florida Single Audit Act.

An audit is not designed to provide assurance on internal control or fo identify significant
deficiencies. However, during the audit, we will communicate fo management and those
charged with governance internal control related matters that are required fo be
communicated under AICPA professional standards, Government Audifing Standards, OMB
Circular A-133 and the Forida Singie Audit Act.

Audit procedures ~ compliance

As part of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of the Town's compliance with applicable laws and
regulations and the provisions of coniracis and agreements, including grant agreements.
However, the objective of those procedures will not be to provide an opinion on overall
compliance and we will not express such an opinion in our report on compliance issued
pursuant o Governmenft Auditing Standards.

OMB Circular A-133 and the Florida Single Audit Act require that we also plan and perform the
audit to obtain reasonable assurance about whether the auditee has complied with applicable
laws and regulations and the provisions of contracts and grant agreements appilicable to major
federal programs and major state projects. Our procedures will consist of tests of fransactions
and other applicable procedures described in the OMB Circular A-133 Compliance Supplement
or the State Projects Compliance Supplement, for the types of compliance requirements that
could have a direct and material effect on each of the Town's major programs/projects. The
purpose of these procedures will be to express an opinion on the Town's compliance with
requirements applicable to each of its major programs in our report on compliance issued
pursuant to OMB Circular A-133 and Horida Single Audit Act.

SHINN & COMPANY wc
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Engagement administration

We understand that your employees will prepare all cash, accounts receivable, or other
confirmations we request and will locate any documents selected by us for festing.

At the conclusion of the engagement, we will complete the auditor sections of the electronic
Data Collection Form SF-SAC and perform the steps to certify the Form SF-SAC and single audit
reporting package. It is management's responsibilily to complete the auditee sections of the
Data Collection Form. We will create the single audit reporting package PDF file for submission;
however, it is management's responsibility to review for completeness and accuracy and
electronically submit the reporting package (including financial statements, schedule of
expenditures of federal awards, summary schedule of prior audit findings, auditors’ reports, and
corrective action plan) along with the Data Collection Form fo the federal audit clearinghouse

and, if appropriate, to pass-through entities.

The Data Coliection Form and the reporting package must be electronically submitted within
the earlier of 30 days after receipt of the auditor's reports or nine months after the end of the
audit period, unless a longer period is agreed to in advance by the cognizant or oversight
agency for audif.

The audit documeniation for this engagement is the property of Shinn & Company LLC and
constitutes confidential information. However, pursuant to authority given by law or regulation,
we may be requested to make cerfain audit documentation available to the State of Florida
Office of the Auditor General or its designee, a federal or state agency providing direct or
indirect funding, or the U.S. Government Accountability Office for purposes of a quality review of
the audit, to resolve audit findings, or fo carry out oversight responsibilities. We will nofify you of
any such request. If requested, access to such audit documentation will be provided under the
supervision of Shinn & Company LLC personnel. Furthermore, upon request, we may provide
copies of selected audit documentation to the aforementioned parties. These parties may
intend, or decide, to disiribute the copies or information contained therein to others, including

other governmental agencies.

The audit documentation for this engagement will be retained for a minimum of five years after
the report release date or for any additional period requested by the Auditor General, If we are
aware that o federal or state awarding agency, pass-through entity, or auditee is contesting an
audit finding, we will contact the party(ies) contesting the audit finding for guidance prior to
destroying the audit documeniation.

We expect to begin our audit in January 2012 and to issue our reports no later than
April 30, 2012. Neil Unruh is the engagement principal and is responsible for supervising the
engagement and signing the reports or authorizing another individual to sign them. We expect
that our fieldwork will be complete and only require a few followed requests to the work
previously done. '

Shinn & Company LLC may, at times, use subconiractors to perform services under this
agreement, and they may have access to your information and records. Any such
subcontractors will be subject to the same restrictions on the use of such information and records
as apply to Shinn & Company LLC under this agreement. Shinn & Company LLC will be as
responsible for any act done by these subcontractors as it is for its personnel under this
agreement.

SHINN & COMPANY ..
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Arbitration

Any controversy, dispute, or claim of whatever nature arising out of, in connection with, or in
relation to the interpretation, performance, or breach of this agreement, including any claim
based on contract, torl, or statute, shall be resolved, at the request of any party o this
agreement, by final and binding arbifrafion by one arbitrator conducted at a location
determined by the arbitrater in Bradenton, Florida, administered by and in accordance with the
then existing rules and procedures of the American Arbitration Association, and judgment upon
any award rendered by the arbitrator may be entered by any state or federal court having
jurisdiction thereof. The arbitrator shall be a certified public accountant with at least ten years of
experience in public accounting.

Fees

Based on our preliminary estimates, the fee for these services will range from $58,000 to $61,0C0.
The fee estimate is based on anticipated cooperation from your personnel and their assistance
with preparing confirmations and requested schedules. If unexpected circumstances require
significant additional fime, we will discuss it with you and arrive at a new fee estimate before we
incur the additional costs. Our invoices for these fees will be rendered each month as work
progresses and are payable on presentation. In accordance with our firm policies, work may be
suspended if your account becomes 30 days or more overdue and will not be resumed until
your account is paid in full. If we elect to terminate our services for nonpayment, our
engagement will be deemed to have been completed even if we have not issued our report,
You will be obligated to compensate us for all time expended and to reimburse us for all out-of-
pocket costs through the date of termination. A finance charge of 1%%% per month will be
added to invoices outstanding after thirfy days.

Government Audifing Standards require that we provide you with a copy of our most recent
external peer review report and any letter of comment, and any subsequent peer review reports
and letters of comment received during the period of the contract. Our 2010 peer review report

accompanies this letter.

Agreement

We appreciate the opportunity fo be of service fo the Town of Fort Myers Beach, Florida, and
believe this letter accurately summarizes the significant terms of our engagement. If you have
any questions, please let us know. If you agree with the ferms of our engagement as described
in this letter, please sign the enclosed copy and returnit fo us.

Sincerely,
£ uc
Shinn & Company LLC

Response:
This letter correctly sets forth the understanding of the Town of Fort Myers Beach, Forida.

Authorized Signature:

Title:

Date:

SHINN & COMPANY wc



FICPA Paer Review Propram AICPA Poer Review Program
Administered in Florida by the Administered in Florida by the
Florida Insliltte of CPAs Fioriga Inslifule of CPAS

December 16, 2010

Byron Elrod Shinn, CPA
Shinn & Company, P.A.
1001 3rd Ave, W., Ste. 500
Bradenton, FL 34205

Dear Mr. Shinn:

It is my pleasure to notify you that on December 16, 2010 the Florida Peer Review
Committee aceepied the report on the most recenl sysiem peer review ol your firm. The
due date for your next review is Seplember 30, 2013. This is the date by which all review
documents should be completed and submitted (o the administering entity.

As you know, the report had a pecr review rating of puss. The Commiltee asked me to
convey its congratulations 1o the firm.

Sincerely,

Bong.

Paul N. Brown
Dircctor of Technical Services
brownp@ficpa.org

ce: Daniel Hevia, CPA

Firm Number: 10130190 Review Number: 308714
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Certified Public Accountants and Consultants

1001 3rd Ave W., Suite 500 Bradenton, FL 34205
t (941) 747-0500 f (941)746-0202
www.shinnandcompany.com

November 10, 2011

Board of Directors

Town of Fort Myers Beach Public Works Services, Inc.
2523 Estero Boulevard

Fort Myers Beach, Florida 33931

Dear Board of Directors:

We are pleased to confirm our understanding of the services we are to provide Town of Fort
Myers Beach Public Works Services, Inc. [the "Organization”) for the year ended
September 30, 2011.

Scope

We will audit the financial statements of net assets, revenues, expenses, and changes in net
assets and cash flows of the Organization as of and for the year ended September 30, 2011,
Accounting standards generally accepted in the United States provide for certain required
supplementary information (RSl), such as management's discussion and analysis {MD&A), to
supplement the Organization's basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmenial Accounting Standards Board
(GASB} who considers it to be an essentfial part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. As part of
our engagement, we will apply certain limited procedures to the Organization's RSl in
accordance with auditing standards generally accepted in the United Staies of America. These
limited procedures will consist of inquiries of management regarding the methods of preparing
the information and comparing the information for consistency with management's responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We will not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence tfo
express an opinion or provide any assurance. The following RSl is required by U.S. generally
accepted accounting principles and will be subjected to certain limited procedures, but will not
be audited:

1.  Management's discussion and analysis.

Audit objectives

The objective of our audit is the expression of an opinion as to whether your basic financial
statements are fairly presented, in all material respects, in conformity with U.S. generally
accepted accounting principles. Our audit will be conducted in accordance with auditing
standards generally accepted in the United States of America and the standards for financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States, and will include tests of the accounting records of the Organization and other
procedures we consider necessary to enable us to express such an opinion. If our opinion on the
financial statements is other than unqualified, we will discuss the reasons with you in advance. If,
for any reason, we are unable to complete the audit or are unable to form or have not formed
an opinion, we may decline to express an opinion or to issue a report as a result of this
engagement.

Member
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We will also provide a report (that does not include an opinion) on internal control related to the
financial statemenis and compliance with iaws, regulations, and the provisions of contracts or
grant agreements, noncompliance with which could have a material effect on the financial
statements as required by Government Auditing Standards. The report on infemal control and
compliance will include a statement that the report is intended solely for the information and
use of management and the Board of Directors, others within the entity, and specific legislative
or regulatory bodies and is not intended to be and should not be used by anyone other than
these specified parfies. If during our audit we become aware that the Organization is subject to
an audit requirement that is not encompassed in the terms of this engagement, we will
communicate fo management and those charged with governance that an audit in
accordance with U.S. generally accepted auditing standards and the standards for financial
audits contained in Government Auditing Standards may not satisfy the relevant legal,
regulatory, or contractual requirements.

Management responsibilities

Management is responsible for the basic financial stalements and all accompanying
information as well as all representations contained therein. As part of the audit, we will assist
with preparation of your financial statements and related notes. You are responsible for making
all management decisions and performing all management functions relating to the financial
statements and related notes and for accepting full responsibility for such decisions. You will be
required to acknowledge in the managemeni representation letter our assistance with
preparation of the financial stafements and that you have reviewed and approved the
financial statements and related notes prior to their issuance and have accepted responsibility
for them. Further, you are required to designate a management-level individual with suitabie skill,
knowledge, or experience to oversee any nonaudit services we provide, and for evaluating the
adequacy and results of those services and accepting responsibility for them.

Management is responsible for establishing and maintaining effective internal controls, including
moniforing ongoing activities to help ensure that appropriate goals and objectives are met; for
the selection and application of accounting principles; and for the fair presentation in the
financial statlements of the financial position of the Organization and the changes in financial
posifion in conformity with U.S. generally accepted accounting principles.

Management is also responsible for making all financial records and related information
available to us and for ensuring that management and financial information is reliable and
properly recorded. Management's responsibilities include adjusting the financial statements to
correct material misstatements and for confirming to us in the representation letter that the
effects of any uncorrected misstatements aggregated by us during the current engagement
and pertaining fo the latest period presented are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.,

You are responsible for the design and implementation of programs and controls to prevent and
detect fraud, and for informing us about all known or suspected fraud affecting the government
involving (1} management, (2} employees who have significant roles in internal control, and (3)
others where the fraud or illegal acts could have a material effect on the financial statements.
Your responsibilities include informing us of your knowledge of any allegations of fraud or
suspected fraud affecting the government received in communications from employees, former
employees, grantors, regulators, or others. In addition, you are responsible for identifying and

SHINN & COMPANY .
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ensuring that the entity complies with applicable laws, regulations, contracts, agreements, and
grants and for taking timely and appropriate steps to remedy any fraud, illegal acts, violations of
coniracts or grant agreements, or abuse that we may report. .

Management is responsible for establishing and maintaining a process for tracking the status of
audit findings and recommendations. Management is also responsible for identifying for us
previous financial audits, attestation engagements, performance audits, or other studies related
to the objectives discussed in the "Audit objectives” section of this letter. This responsibility
includes relaying to us corrective actions taken to address significant findings and
recommendations resulting from those audits, attestation engagements, performance audits, or
other studies. You are also responsible for providing management's views on our current findings,
conclusions and recommendations, as well as your planned corrective actions for the report,
and for the timing and format for providing that information.

As part of our engagement, we will also prepare the depreciation schedules for the
Organization for the year ended September 30, 2011. You are responsible for making all
management decisions and performing all management functions; for designating a
management-level individual with suitable skill, knowledge, or experience to oversee these .
services; for evaluating the adequacy and results of the services performed and accepting
responsibility for the results; and for determining the method and rate of depreciation and
salvage value of the assets. You are also responsible for establishing and maintaining intermnal
controls, including menitoring ongoing activities.

Audit procedures - general

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; therefore, our audit will involve judgment about the number of
fransactions to be examined and the areas to be tested, We will plan and perform the audit to
obtain reasonable rather than absolute assurance about whether the financial statements are
free of material misstatement, whether from (1) emors, (2) fraudulent financial reporting, (3)
misappropriation of assets, or {4} violations of laws or governmental regulations that are
attributable to the entity or fo acts by management or employees acting on behalf of the entity.
Because the detfermination of abuse is subjective, Government Auditing Standards do not
expect auditors to provide reasonable assurance of detecting abuse.

Because an audit is designed to provide reasonable, but not absolute, assurance and because
we will not perform a detailed examination of all transactions, there is a risk that material
misstatements may exist and nof be detected by us. In addition, an audit is not designed to
detect immaterial misstatements or violations of laws or governmental regulatfions that do not
have a direct and material effect on the financial statements. However, we will inform the
appropriate level of management of any material errors and any fraudulent financial reporting
or misappropriation of assets that come to our attention. We will also inform you of any violations
of laws or govemnmental regulations that come to our attention, unless clearly inconsequential.
Our responsibility as auditors is limited to the period covered by our audit and does not extend
to later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions

recorded in the accounts, and may include tests of the physical existence of inventories, and
direct confirmation of receivables and certain other assets and liabilities by correspondence
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with selected individuals, funding sources, creditors, and financial institutions. We will request
written representations from your attorneys as part of the engagement, and they may bill you for
responding to this inquiry. At the conclusion of our audit, we wil require ceriain written
representations from you about the financial statements and related matters.

Audit procedures - internal control

Our audit will include obtaining an understanding of the entity and its environment, including
internal control, sufficient to assess the risks of material misstatement of the financial statements
and to design the nature, timing, and extent of further audit procedures. Tests of controls may
be performed to test the effectiveness of certain controls that we consider relevant to
preventing and detecting errors and fraud that are material to the financial statements and to
preventing and detfecting misstatements resulting from illegal acts and other noncompliance
matters that have a direct and material effect on the financial statements. Our tests, if
performed, will be less in scope than would be necessary to render an opinion on internal
control and, accordingly, no opinion will be expressed in our report on internal control issued
pursuant to Government Audifing Standards.

An audit is not designed to provide assurance on internal control or fo identify significant
deficiencies. However, during the audit, we will communicate to management and those
charged with governance internal conirol related matters that are required to be
communicated under AICPA professional standards and Government Auditfing Standards.

Audit procedures - compliance

As part of obtdining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of the Organization's compliance with the provisions
of applicable laws, regulations, contracts, agreements, and grants. However, the objective of
our audit will not be to provide an opinion on overall compliance and we will not express such
an opinion in our report on compliance issued pursuant to Government Auditing Standards.

Engagement administration
We understand that your employees will prepare all cash or other confirmations we request and
will locate any documents selected by us for testing.

We will provide copies of our reporis to the Organization; however, management is responsible
for distribution of the reports and the financial statements. Unless restricted by law or regulation,
or containing privileged and confidential information, copies of our reports are io be made
available for public inspection.

The audit documentation for this engagement is the property of Shinn & Company LLC and
constitutes confidential information. However, pursuant to authority given by law or regulation,
we may be requested to make certain audit documentation available to a state agency or ifs
designee, a federal agency providing direct or indirect funding, or the U.S. Government
Accountability Office for purposes of a quality review of the audit, fo resolve audit findings, or to
carry out oversight responsibilities. We will notify you of any such request. If requested, access o
such audit documentation will be provided under the supervision of Shinn & Company LLC
personnel. Furthermore, upon request, we may provide copies of selected audit documentation
fo the aforementioned parties. These parties may intend, or decide, to distribute the copies or
information contained therein to others, including other governmental agencies.
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The audit documentation for this engagement will be retained for a minimum of five years after
the report release date or for any additional period requested. If we are aware that a federal
awarding agency or auditee is contfesting an audit finding, we will contact the party(ies)
contesting the audit finding for guidance prior to destroying the audit documentation.

We expect to begin our audit in January 2012 and to issue our reports no lafer than
April 30, 2012. Neil Unruh is the engagement principal and is responsible for supervising fhe
engagement and signing the reports or authorizing another individual to sign them.

Shinn & Company LLC may, at fimes, use subcontractors to perform services under ihis
agreement, and they may have access to your information and records. Any such
subcontractors will be subject to the same resirictions on the use of such information and records
as apply to Shinn & Company LLC under this agreement. Shinn & Company LLC will be as
responsible for any act done by these subcontractors as it is for its personnel under this
agreement.

Use of financial statements

If you and your management infend to reproduce and publish the financial statements and our
report thereon, they must be reproduced in their entirety. Inclusion of the audited financial
statements in a document you prepare, such as an annual report, should be done only with our

prior approval of the document.

With regard 1o the electronic dissemination of audited financial statements, including financial
statements published electronically on your website, you understand that electronic sites are a
means fo distribute information and, therefore, we are not required to read the information
contained in those sites or to consider the consistency of other information in the electronic site
with the original document.

Arbitration
Any controversy, dispute, or claim of whatever nature arising out of, in connection with, or in

relation to the inferpretation, performance, or breach of this agreement, including any claim
based on confract, tort, or staiute, shall be resolved, at the request of any party to this
agreement, by final and binding arbitration by one arbifrator conducted at a location
determined by the arbitrator in Bradenton, Florida, administered by and in accordance with the
then existing rules and procedures of the American Arbitration Association, and judgment upon
any award rendered by the arbitrator may be entered by any state or federal court having
jurisdiction thereof. The arbitrator shall be a certified public accountant with at least ten years of

experience in public accounting.

Fees

We estimate that our fees for these services will be $17,500 to 22,500. The fee estimate is based
on anticipated cooperation from your personnel and the assumption that unexpected
circumstances will not be encountered during the audit. If significant additional fime is
necessary, we will discuss it with you and amive at a new fee estimate before we incur the
additional costs. Qur invoices for these fees will be rendered each month as work progresses
and are payable on presentation. In accordance with our firm policies, work may be suspended
if your account becomes 30 days or more overdue and will not be resumed until your account is
paid in full. If we elect to terminate our services for nonpayment, our engagement will be
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deemed to have been completed even if we have not issued our report. You will be obligated
to compensate us for all time expended and to reimburse us for all out-of-pocket costs through
the date of termination. A finance charge of 1%% per month will be added to invoices
outstanding after thirty days.

Government Auditing Sfandards require that we provide you with a copy of our most recent
external peer review report and any letter of comment, and any subsequent peer review reports
and letters of comment received during the period of the contract. Qur 2010 peer review report
accompanies this letter,

Agreement
We appreciate the opportunity fo be of service 1o the Town of Fort Myers Beach Public Works

Services, Inc. and believe this letter accurately summarizes the significant terms of our
engagement. If you have any questions, please let us know. If you agree with the terms of our
engagement as described in this letter, please sign the enclosed copy and return it fo us.

Sincerely,

)é%ﬂmf%aé

SHINN & COMPANY LLC

Response:
This letter correctly sets forth the understanding of Town of Fort Myers Beach Public Works

Services, Inc,

Authorized Signature;

Title:

Date:

SHINN & COMPANY w.c



FICPA Peer Revisw Program AICPA Paer Review Program
Mdministerex! in Florida by the Adminislered in Florida by the
Forlda Institule ol CPAs Florida lnsfitule of CPAS

December 16, 2010

Byron Elrod Shinn, CPA
Shinn & Company, P.A.
1001 3rd Ave. W, Ste. 500
Bradenton, FL 34203

Dear Mr. Shinn:

1t is my pleasure 1o nolify you thal on December 16, 2010 the Florida Peer Review
Commiilee aceepted the reporl on the most recent system peer review of your firm, The
due date for your next review is Seplember 30, 2013. This is the date by which all review
documents should be completed and submitted to the administering entity.

As you know, the report had a pecr review rating of pass. The Committee asked me to
convey its congratulations to the firm.

Sincerely,

Bt 1

Paul N. Brown
Director of Technical Services
brownp@ficpa.org

cc: Daniel Hevia, CPA

Firm Number: 10130190 Review Number: 308714

SHINN & COMPANY wuc
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